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Montagu-Chelmsford Reforms. It was done away with in
1921 as it led to interference by the Central Government
with the provincial Governments in details of administra-
tion.

This method of division was also condemned by the
Taxation Enquiry Committee who remarked that it 'has
the defects of a subsidy with others added. The subsidy
fails if the particular source dries up. The divided
authority and interest is an infringement of autonomy and
makes for bad administration5.

We may therefore dismiss this method as unsuitable for
making adjustments in any scheme of federal finance in
India.

(ii) Division of a tax into spheres. As instances of this
method of division, might be mentioned the following:

(a)  division of the proceeds of a tax on tobacco, under
which the excise duty is credited to the Federal
Government, while the units are allowred to levy
fixed licence fees on shops for the sale of tobacco; or

(b)  the allotment of the excise duty on foreign liquor to
the Federal Government and the fees for vend to
the units; or

(c)   the allotment of income-tax on corporations to the
Federal Government, while the income-tax on in-
dividuals is allotted to the units.

This is a permissible method of making adjustments, so
long as the respective spheres do not overlap.

(iii) Double taxation. This method can be adopted with
several variations:

(a) The units might be empowered to lew and ad-
minister a tax (e.g. income-tax) separate and distinct from
that levied by the Federal Government, as is done in
Australia and the United States of America in the matter
of income-tax, and also in India where some local authori-